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Abstract

There is a large literature on the effects of the presence of bankers on
firms’boards as these bankers may reduce monitoring costs by facilitat-
ing information flows between the lender and the borrower, may credibly
certify the financial soundness of the firm to other creditors who are not
represented in the board and may act as financial experts for the manage-
ment. At the same time, lending bankers on boards may have a conflict of
interests. In this paper, we study the impact of the presence of bankers on
firms’ boards on interest rates charged to firms. As interest rates on loans
from the board director’s bank and from other banks are very similar we
do not find evidence of a conflict of interest effect.

∗I would like to thank Giacomo Cau (Bank of Italy) for help with the dataset. This research
has benefited from helpful suggestions from Robert Waldmann. The usual disclaimer applies.
The views expressed in this article in no way involve the responsability of the Bank of Italy.



1 Introduction

The presence of bank directors in company boards of industrial firms is a known
fact in several industrialised countries. According to data of Kroszner and Stra-
han (2001), 75 per cent of large firms have bankers on their boards in Germany,
53 per cent in Japan, and 31 per cent in the US.

In this paper, we analyse the reasons driving the presence of bank directors
on firms’ boards and try to discriminate between competing explanations. We
carried out an empirical analysis of the effect of bankers on boards on finan-
cial outcomes, focusing mainly on the interest rates charged to firms. To our
knowledge, this is the first study to be carried out on such a topic in Italy.

As in other industrialised countries, banks’ directors are not prohibited by
Italian law from taking up positions on industrial firms’ boards. The existence
of close ties between creditors and borrowers can be expected to be associated
with the importance of the banking system as a source of external finance for
firms. Demirguk-Kunt and Levine (2001) distinguish bank-based from market
based systems. In the former group - which includes the universal bank system
of Germany and the main bank system of Japan - close ties exist as banks
are regarded as retaining both functions as main creditors and shareholders of
companies and are therefore expected to be represented on borrowers’ boards.
On the contrary, in market-based systems - which include the Anglo-Saxon
systems - securities markets share center stage with banks in terms of getting
society’saving to firms, exerting corporate control and easing risk management.

Italy is usually counted among bank-oriented countries because companies
rely heavily on bank debt as a source of external finance. However, two things
make its position somewhat peculiar. Firstly, close ties between banks and firms
have been ruled out by the Italian legislation: bank holdings in equity-stakes
of industrial firms were prohibited by the 1933 Banking Law - in the same way
as the 1956 Bank Holding Company Act did in the United States. They are
still limited even after the approval of the Banking Code in 19931. In 2003,
the share of bank holdings in firms’ equity was still tiny (Bianchi et al, 2005) 2.
Secondly, the fragmented nature of the lending relationships has been regarded
as resembling the transaction-based lending schemes rather than the German
housebanks system (Cesarini, 1994).

In Italy, bank’s presence on corporate boards was investigated in several
studies (e.g. Bianco and Pagnoni, 1997; Ferri and Trento, 1997). These re-
searches suggest that the interlocking directorates between banks and industrial
firms may have somehow substituted for the ownership links which the law had
prevented and may have allowed a coordination of strategies.

Recent debate focused on benefits and costs of bank representation on cor-
porate boards. The literature distinguishes between an ’information view’ and
a ’conflict of interest view’.

The ’information view’ predicts roles for bankers on boards as monitors
of borrowers’ private information and as credible certifiers of firms’ financial

1In July 2008, the restrictions to banks’ shareholdings of non financial firms have been
aligned to the Second EU Directive on banking. Banks can now invest as much as the 60
percent of their capital in firms’ equity stakes as a whole, and up to 15 percent of their capital
in equity as of single firms.

2The average financial intermediaries holdings in equity stakes of listed (industrial) firms
was 1,9 percent in 2003.
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soundness. Banks use to establish relationships with borrowers for mitigating
problems of asymmetric information and reduce their credit risk. Sitting on the
board of a firm is an obvious way for a lending-banker on board to extract private
information about that firm (monitoring hypothesis). Secondly, bankers on
boards generate externalities. Information acquired by bank directors from their
position on a firm’s board is transmitted to financial markets when the banks
affiliated to the bank directors extend credit to that firm. The certification may
allows other financiers to avoid duplications of monitoring costs (certification
hypothesis).

The possible dark side of bank presence on the boards of borrowing firms
is the conflict of interests (conflict of interest hypothesis). The literature (see
Crockett et al, 2003) suggests that

’conflicts arise when a financial service provider, on an agent
within such a service provider, has multiple interests which create
incentives to act in such a way as to misuse or conceal information
need for the effective functioning of financial markets’

As far as we are concerned, insider lending practices may impact on the link
between the cost of credit and the risk profile of borrowers.

To examine the roles and effects of the banking presence on corporate boards
we used a cross-section of around 32,000 Italian firms, which were investigated
within a linear OLS framework. In 2005, these companies reported information
to each of the three sources of data we resorted to: ’Central Credit Register’
for financial data, ’InfoCamere’ for board compositions, and ’Balance Sheet
Register’ for data on firms’ financial statements. Board compositions of banks
are provided for by ’Organi Sociali delle Banche’. Group affiliation of banks was
taken into account for identifying the business relationships between a firm and
its lenders.

The remainder of the paper is organised in three sections: Section 2 de-
scribes the main theoretical contributions to the analysis of bank’s presence on
corporate boards. Section 3 estimates its the causal effects on pricing conditions
applied to firms. Section 4 concludes.

2 Review of the literature

In this section we review papers which provide a rational to the presence of
bank directors on corporate boards. From these theories we derive testable
implications for the sensitivity of the cost of debt to banks’ presence on firms’
boards. Briefly, the literature underlines three roles for the bankers on boards:
the monitoring and certification roles for lending bankers on boards, i.e. for
those directors of banks having a lending relationship with the firms where they
have the seat and the role as financial expert for non lending-bankers on boards,
i.e. for those directors of banks which are not lenders of the firms where they
have the seat. As for the first type of bankers, the alternative theories predict
a costly conflict of interest.

Monitoring hypothesis. Bank directors on boards decrease the costs of moni-
toring by directly providing to creditors with private information on borrowers3.

3Boot(2000) defines relationship banking as ’the provision of financial services by a financial
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Being on boards provides the flexibility to adapt to changing circumstances and
to obtain information relevant for the current situation, without the cost of
producing data relevant to each contingency described in the original contract
(Kroszner and Strahan, 2001). From their position, lenders may perform an ac-
curate screening of clients, may observe the outcomes of financed projects and
may prevent potential opportunistic behaviors. Pfeffer (1972) looks at banks’
presence on boards as a channel to be aware of the internal environment of
companies while Williamson (1988) views the outcomes arising to lenders on
boards as superior to those originated by loan covenants. Roles as monitors are
identified for lending bankers on boards in Japan (Kaplan and Minton, 1994),
and the United States (Byrd and Mizruchi, 2005).

Certification hypothesis. According to the literature on reputational sig-
naling, a firm’s value increases when (positive) signals are transmitted to the
market by informed agents, i.e. firm’s creditors. Lummer and McConnel (1989)
show that the announcements of loan renewals play a certification role about
the financial conditions of the borrowers.

In our setting, bank directors holding positions on a firm’s boards are suitable
for being seen as informed claimholders by other lenders in view of their incentive
to control for the firm’s ability to repay the loan. When the bank affiliated to
these directors grant a loan to the firm where they have a seat credible signals
on the firm’s soundness are transmitted to financial markets.

Boot (1992) notes that contracts may have lower monitoring costs as a re-
sult of information produced through cross-monitoring activities by another
claimant. The benefit of cross-monitoring activity may involve simply noting
the presence of another claimant, information associated with monitoring other
claims, or observation of price of other claims through secondary trading (Boot,
1992).

According to Casolaro et al (2005), a certification of borrowers’ conditions
is provided by the arrangers of syndicated credit facilities 4. A related strand
of literature has underlined the phenomenon of free-riding in the monitoring
activity (Cetorelli and Peretto, 2000; Carletti et al, 2007).

Financial expertise hypothesis. Fama and Jensen (1983) claim that outside
directors add relevant complementary knowledge to the management, depending
on their performance as managers in other organizations. According to Booth
and Deli (1999), non lending bankers on boards are requested to join a firm’s
board for providing to the management with their financial expertise. Compared
to financially unskilled directors, they are assumed to have a comparative ad-
vantage in evaluating alternative debt contracts or pricing arrangements (Mace,
1971) and in accurately dealing with firms’ financial statements 5. Rosenstein
and Wyatt (1990) demonstrate that the additions of directors who are officers
of financial firms increase firms’ value.

Conflict of interest hypothesis. Lending bankers on boards may have a con-

intermediary that invests in obtaining customer-specific information, which is proprietary in
nature; and that evaluates profitability of these investments through multiple interactions with
the costumer (Boot and Thakor, 2000). In this perspective, the bank presence on borrowers’
boards enhance the scope of the relationship.

4The arrangers of syndicated loans provide direct signals when the share of the facilities
they retain increases.

5In the US, the Sarbanes-Oxley Act (2002) explicitly calls for financial literacy on audit
committees (Section 407). ”An understanding of generally accepted accounting principles and
financial statements has been quoted as a requisite for taking up the positions on the boards.
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flict of interest. As board members of banks, directors have the fiduciary duty
to serve the interests of debtholders, but as directors with firms, they have
the fiduciary duty to serve the interests of (firms’) shareholders (Kroszner and
Strahan, 2001). Conflict arises as creditors and shareholders have a different
structure of pay-offs (Jensen and Meckling, 1976) 6. As well as the effects of
conflicts on financial outcomes are concerned, bank directors may have incen-
tives to engage in insider lending practices at the expense of both bank equities
and the regulator. The conduct of business of lending bank directors on boards
may cause loans granted at favorable terms to firms where they hold a position
relative to equally risky loans granted by other lenders (Laeven, 2001; La Porta
et al, 2003).

Table 1: Roles played by bank directors with positions on company boards

Firms having banks’ directors on boards

No Yes

Non lending banker Lending banker

Lending relationships with Lending relationships
lenders outside the board with lenders on board

EXPERTISE EXPERTISE EXPERTISE

CERTIFICATION

MONITORING VS CONFLICT

Summary. In Table 1 and Figures 1-2 we summarise the roles that it is
suitable for bank directors to play when they hold seats on boards of industrial
firms. Following Table 1 and Figure 1, a lending bank director on boards is
expected to influence - by lowering monitoring costs - the lending relationships
between the firm where he has a seat and the bank affiliated to the banker
(MONITORING). In addition, a lending bank director on boards may be ex-
pected to influence - by certifying credibly the firm’s soundness - the lending
relationships between the firm where he has a seat and those lenders which
are not represented on boards (CERTIFICATION). According to an alternative
view, the lending relationships between the banks affiliated to a lending banker
and the firm where he has a seat have a conflict of interest (CONFLICT).

Non lending bank directors on boards - as well as lending bank directors on
boards - are suitable to endow firms’ managements with their financial expertise
(EXPERTISE).

6Pay-offs of creditors are low if firms go bankrupt but are limited if firms’ profits are high.
Creditors aim at the repayment of the loans by discouraging risky investments whose benefits
are not fully gained, while borrowers are protected by large losses and maximize the return to
shareholders by promoting projects with both high expected pay-off and variances. According
to Dewatripont and Tirole (1994), the conflict would be mitigated if creditors would allow to
become shareholders by holding some equity stake in the borrowing firms.
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3 The data and the econometric results

In this section, we move to (empirical methods for) identifying bank represen-
tation on corporate boards and its effects on financial outcomes. Section 3.1
describes the variables we use and our sources of statistics. Section 3.2 verifies
whether the bank representation is widespread across the geographical location
of companies, and types of credit institutions. We also compare the finan-
cial characteristics of firms having bank representation on boards to those of
their peers. Section 3.3 reports the outcomes of our regressions and some post-
regression tests which assess the sensitivity of interest rates to our governance
indicators.

3.1 Data description.

We need information on boards’ members of banks and industrial firms on the
one hand, and data on banks’ lending activity to retail customers on the other.
We also need the financial statements of companies in order to control borrow-
ers’ risk profiles. This information was obtained by resorting to four sources of
data: Balance Sheet Register (BRS), Central Credit Register (CCR), Organi
Sociali delle Banche (Or.So.) and Infocamere. Information was exploited as for
a cross-section analysis based on 2005 data. In Table 2, the variables are listed.
They are broken down into four sets of attributes: governance-information char-
acteristics, loan contract characteristics, firms’ financial characteristics, and
traditional relationship characteristics.

Governance-information and traditional relationship characteristics were de-
fined at a bank-group level, to avoid potential losses of information owing to
creditors’ strategies set out at group-level.

The Balance Sheet Register provided us with the sample of firms used in
the study. It consists of around 32,000 industrial firms 7 which were registered
in BSR 8 in the fiscal year 2005, and which survived after cleaning outliers
from the dataset 9. The auxiliary companies (enti strumentali) were excluded
from the exercise. The sample is biased toward larger firms. The median of
the distribution of firms’ number of employees is equal to 40 and the first and
the third quartiles are equal to 19, and 80, respectively. In Italy, the average
number of employees in a firm is equal to 4.

Governance-information characteristics. Bank representatives on corporate
boards are the key variable of our study. Organi Sociali delle Banche (OR.SO.)
and Infocamere are the sources of information. As for the lender side, the Bank
of Italy collects data on board members from the entire population of banks 10.

7Size of our sample lines-up with those as of some previous studies on relationship banking
as for Italy: Conigliani et al (1997) and Ferri et al (2000) exploit a samples of 32,000 firms.
Further, D’Auria et al (1999) use an unbalanced panel of 2,331 firms, which spans from
1987 to 1994. Petersen and Rajan (1994) verify predictions of relationship banking literature
investigate looking at 3404 firms.

8Firm eligible for joining the BSR database were those indebted with (at least) a bank
participating in a consortium of creditors put up for sharing data on financial statements of
borrowers. The consortium includes all larger credit institutions operating in the Italy.

9Row data on interest rates reported by credit institutions to the Central Credit Register
and by firms to Balance Sheet Register were cleared of severe outliers. These outliers make up
about 0.0002 percent (two per million) of a Gaussian population and have substantial effects
on means, standard deviations and other statistics.

10Data include identities, hierarchical positions - president, vicepresident, executive director,
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Table 2: Variable description

Variable name Description

Contract characteristics:
C/L Interest rate on credit lines
ACC/REC Interest rate on loan secured by accounts receivable
F/TERM Interest rate on fixed term loans
TRANCHE (log of) Amount of loan in Euros
COLLATERAL =1 if loan is secured by real collateral

Governance-information:
characteristics:
BANK =1 if firm has (at least) a banker on boards
NOLEND-BANK* =1 if firm has (at least) one non-lending banker on boards
LEND-BANK * =1 if firm has (at least) one lending banker on boards
BY-LENDER* =1 if loan is granted by the lending banker on boards
BY-OTHER * =1 if loan is granted by lenders without board positions

Firms’financial
characteristics:
EQUITY/DEBT Equity to debt
UNCOVERAGE Interest expenses to gross operating margins
LIQUIDITY Short term assets to short term liabilities
ASSETS LIQUIDITY Liquid assets to total assets
TANGIBILITY Tangible assets to total assets
PROFITABILITY Return on equities
SIZE (log of) Sales

Assets
Number of employees

Traditional relationship
characteristics :
MULTIPLE* Number of creditors of the firm
TOP-LENDER* =1 if creditor is the main lender for the firm
LENGHT* Duration of the bank-firm relationship (number of years)

Industry characteristics: 23 economic branch-level dummies
Local mark.characteristics: 20 regional area-level dummies
Creditor characteristics: 213 individual bank (or 138 bank group) level dummies

* This variable is defined at group bank-level. All individual banks who join a bank group are treated

as they were the same entity.

As for the firm side, ’Infocamere’ databases are collected by the Italian Camera
di Commercio and drawn from all firms which are registered with the chamber.

By merging ’OR.SO.’ with ’Infocamere’, banks’ presence on corporate boards
of firms was found. Banks’ presence on company boards of non financial firms
was established whenever a member of the bank’s board of directors (IN) was
found out either on a firms’ board of directors (IN) or a firm’s board of auditors
(OUT) 11.

We modeled the effect on risk premium arising from the types of bank pres-
ence which are meaningful from a theoretical point of view (see Table 1). We
considered all firms with (at least) one bank director on their boards (BANK);
firms with (at least) one non-lending bank director on their boards (NOLEND-
BANK); firms with (at least) one lending bank director on their boards (LEND-

director - the date of appointment and resignation, for each of the members of either the board
of directors and the Supervisory board

11In order to discriminate between the ’information view’ and the ’conflict of interest view’
we considered the incentives of a bank directors to pursue the interests of the firm where
he has a seat. These incentives may stem from their positions in either the firm’s board of
directors and board of auditors.
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BANK). These effects were modeled through firm-level dummy variables. Fur-
ther, according to Table 1, credit extended to firms with a lending banker on
their boards was clustered into two classes: the first class includes facilities
granted by the lender on boards (BY-LENDER); the second class includes fa-
cilities granted by other creditors without board positions in the firm (BY-
OTHER). The effects exerted on these two classes of facilities were captured
through loans-level dummies.

Contract characteristics. Data exploited in our analysis were provided by
the Central Credit Register of the Bank of Italy. Loans are reported when
tranches exceed Euro 75,000 by a sample of 213 credit institutions. These
entities account for 90 percent of Italian banking credit to firms. Contract
information include the interest rate asked for by creditors on credit lines (C/L),
on loans secured by accounts receivable (ACC/REC), and on fixed-term loans
(F/TERM)). Further information includes the size of loans (TRANCHE) and
the degree of real collateralisation (COLLATERAL) of loans.

Levels of interest rates depend on the types and characteristics of loan con-
tracts12 (Berger and Udell, 1995; Petersen and Rajan, 1994). According to
Berger and Udell (1995), among the typologies of facilities, credit lines (C/L)
are the most attractive vehicle for studying the impact of lender-borrower rela-
tionships. As they represent a forward commitment to provide capital financing
under specified terms, lines of credit formalise the relationship between the two
parties. On the borrower side, they provide the firm with the option to use less
than the amount granted by the creditor, and to pay interest only on disbursed
facilities. On the lender side, terms of contracts may be changed at any point
in time. Previous research on the impact of the lender-borrower relationship
in Italy was conducted by D’Auria et al (1999), Angelini et al (1998), Guiso
(2007). All these studies investigate the interest rates charged on credit lines13.
In line with the literature, we exploited credit lines as our main source of data
for studying bank-firm relationships as defined by presence on corporate boards.
Our results still hold for loans secured by accounts receivable, while they are
mixed for term-fixed loans. We will discuss this issue later on in the paper.
Loans secured by accounts receivable (ACC/REC) consist of (short-term) loans
which are assisted by trade credit guarantees. Ceteris paribus, they are ex-
pected to be cheaper than other loans. Carmignani and Omiccioli (2007) regard
(C/L) and (ACC/REC) as devices for generating flows of proprietary informa-
tion on borrowers14. TRANCHE matters in reducing the interest rate charged
by banks, as it proxies for scale economies achieved by banks (Booth, 1992).
Further, larger loans are expected to be extended to firms having a stronger
bargaining power with the banks. As Berger and Udell (1990) pointed out,
COLLATERAL decreases the riskness of a given loan, since it gives the lender
a specific claim on an asset without diminishing its general claim against the
borrower. If borrowers who pledge collateral are riskier on average than bor-
rowers who do not, then secured loans may be either safer (interest rate lower)

12In Italy, the means and dispersions of the distributions of interest rates strongly varies
across instrument categories. As for interest rates on credit lines, they are twice and three
times greater than the means and standard deviations of the other categories, respectively.

13Sapienza (2002) uses the same type of loan contract for assessing the impact of bank
mergers on the cost of credit.

14Lenders may get information about borrowers by having access to firms’ transaction ac-
counts.
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or riskier (interest rate higher) than unsecured loans. These statements line-up
with results obtained by Calcagnini et al (2007) for Italy. They find a positive
linkage between collateral and cost of credit, which reflects the greater riskiness
of borrowers who pledge collateral. The linkage turns out to be negative once
the risk profile of borrower firms is properly controlled for.

Firms’ financial characteristics. This group of variables includes key infor-
mation on firms which are drawn from BSR. Firms’ financial characteristics are
considered by analysts as broadly exhaustive for controlling the observable risk
of borrowers. Ceteris paribus, banks would gain higher risk premiums from
riskier companies. As proxies of SIZE, we look at sales, the number of em-
ployees and total assets. Larger companies usually pay lower interest rates as
they are expected to have a lower default risk. PROFITABILITY of compa-
nies is proxied by the return on equity (ROE). In principle, more profitable
firms signal to credit institutions a lower probability of default. TANGIBIL-
ITY of assets negatively affects the risk premium of lenders as it reduce the
potential costs of bankruptcy for lenders. Banks interpret tangible assets as an
index of borrowers’ transparency making these assets a collaterals eligible for
refunding creditors (Kroszner and Strahan, 2001). UNCOVERAGE (interest
expenses/gross operating margins) reveals the difficulty the firm has in paying
interests out of cash-flows and without resorting to additional debt (Hoshi et
al 1990; Hall and Weinstein, 2000). A higher UNCOVERAGE index predicts
greater risk for banks owing to the increased probability of financial distress.
LIQUIDITY (short term assets/short term liabilities) alerts banks to the dif-
ficulties borrowers may incur when they face short-term liquidity needs. More
liquid borrowers are expected to be asked for lower liquidity risk premiums.

Traditional relationship characteristics. In this category we grouped vari-
ables which traditionally have been considered by the literature on the rela-
tionship banking (Boot, 2000). LENGTH captures the duration of a lending
relationship. The probability of loan repayment is expected to increase when a
previous experience with the borrower is available to the lender (Petersen and
Rajan, 1994). TOP-LENDER captures the scope of the relationship. The main
bank of a firm may be expected to ’cross-sell’ several lending and non lending
products to its client. The cost of a single loan may reflect the lessening in
monitoring expenses which turn out to be spread over the entire duration of the
relationship and across the array of products cross-sold to the firm. MULTI-
PLE shows the number of creditors from which the firm borrows. It correlates
negatively with the cost of credit if it is assumed to proxy for the degree of
competition in banking. Alternatively, a positive link is expected when it is
assumed to proxy for firms’ quality (Petersen and Rajan, 1994). Lower quality
firms which are unable to borrow additional money from their original bank
may be compelled to approach other creditors.

Table 3 gives the distribution of loans to industrial firms, broken down by
firms’ geographical location and type of bank presence on boards, as for the
theoretical setup of Table 1. The bottom of the table shows the importance of
the phenomenon, in terms of business coverage. Loans granted to firms having
some bank directors on boards account for 13 per cent of total credit to indus-
trial firms. Within this aggregate, 8 per cent is granted to firms having lending
bankers on their boards. This group of firms is indebted with the lenders on
boards for an amount which accounts for 2 per cent of credit (monitoring hy-
potheses). These loans may also be exposed to the conflict of interest generated
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Table 3: Distribution of loans by type of bank’s presence on firm’s boards
and firm’s geographical location in 2005 (number of contracts).

Loans to firms with bank directors on boards

No Yes

Non lending banker Lending banker

Loans from Loans from
other lenders lenders on boards

Region (expertise) (certification) (monitoring vs conflict)

PIEMONTE 22,719 963 590 304 69
VALDAOSTA 280 16 16 0 0
LOMBARDIA 86,137 3,449 1,953 1,211 285
LIGURIA 5,674 148 37 86 25
TRENTINO 4,039 559 321 191 47
VENETO 38,443 1,556 972 472 112
FRIULI 7,675 378 220 131 27
EMILIA 39,963 1,717 721 843 153
TOSCANA 26,264 1,027 598 344 85
UMBRIA 4,556 263 214 39 10
MARCHE 10,418 603 241 297 65
LAZIO 14,185 639 417 190 32
ABRUZZO 4,754 180 106 62 12
MOLISE 584 18 18 0 0
CAMPANIA 10,836 241 163 68 10
PUGLIA 5,391 206 131 59 16
BASILICATA 591 41 16 20 5
CALABRIA 1,718 116 64 45 7
SICILIA 6,548 286 171 92 23
SARDEGNA 2,287 27 4 10 13

Total 293,062 12,433 6,973 4,464 996

Business coverage 0.13 0.05 0.06 0.02

by having lenders on boards. Firms having lenders on their boards are indebted
with banks having no board positions in the firms, for an amount which accounts
for 6 per cent of industrial credit (certification hypothesis). Another 5 percent
of credit is extended to firms with non-lending bankers on their boards15.

Residence of borrowers does not have any bearing on the distribution of loans
to firms by presence of bank directors (Table 3). Regions such as Lombardia,
Veneto, Emilia, Toscana, preserve their relative positions across the columns
of the table. As for the lender side, facilities are mostly extended by company
banks and cooperative banks (Table 4). Further, the distribution of loans across
the institutional classification of credit institutions seem to be orthogonal to our
governance indicators.

Now we turn to firm-level data (Table 5). In 2005, BSR data included 1,440
companies with (at least) one bank director on their boards. Within this group,
918 companies had a non-lending bank director while 523 have a lending one.

Firms with bank directors on their boards are larger in SIZE. Companies
without bank directors employed 37 individuals to be compared with 46 indi-

15In terms of number of contracts, 12,433 loans (4.2 per cent) are granted to firms with some
bank director on boards, 6973 (2.3 per cent) are granted to firms having non lending bank
directors on boards. Firms having lending bank directors on boards are granted 996 contracts
by the lenders on board (less than 1 per cent) and 4,464 by lenders outside the board (1.5 per
cent).
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Table 4: Distribution of loans by type of bank’s presence on firm’s boards and
institutional type of creditors in 2005 (number of contracts).

Loans to firms with bank directors on boards

No Yes

Non lending banker Lending banker

Loans from Loans from
other lenders lenders on boards

Type of creditor (expertise) (certification) (monitoring vs conflict)

COMPANY BANKS 244,055 10,325 5,882 3,755 688
(BR.OF) FOREIGN BANKS 1,020 96 30 65 1
COOPERATIVE BANKS 40,285 1,655 863 581 211
MUTUAL BANKS 7,702 357 198 63 96

Total 293,062 12,433 6,973 4,464 996

Table 5: Financial characteristics of firms, by type of bank’s presence on firm’s
boards in 2005 (medians of firm-level data).

Firms with bank directors on boards

No Yes

Non lending banker Lending banker

SIZE employees 37 47 46 54
assets 7,165 10,175 9,617 11,816
sales 8,902 11,650 11,789 12,740

UNCOVERAGE 0.78 0.73 0.74 0.72
TANGIBILITY 0.09 0.18 0.14 0.25
LIQUIDITY 1.14 1.15 1.16 1.13
ASSETS LIQUIDITY 0.79 0.70 0.71 0.69
EQUITY/DEBT 0.45 0.57 0.56 0.62
ST-DEBT 0.83 0.74 0.76 0.72
ROE 4.60 4.13 4.19 3.98
MULTIPLE 4 4 4 5
TOP-LENDER’S SHARE 0.54 0.54 0.59 0.47

N 32,407 1,441 918 523

viduals employed in firms with non-lending bank directors and 54 in firm with
lending ones. Similar patterns are exhibited by other proxies for size, such as
revenues and assets. TANGIBILITY of firm’s assets - given by the net value of
plant, property, and equipment as a share of total assets of firms - increases when
we move from firms without bankers on boards (0.09) to firms with non-lending
(0.14) and lending (0.25) bank representation on boards. Thus, bankers serve
on boards of companies whose assets are more tangible. Firms with bank direc-
tors on boards seem to have greater debt-servicing ability (UNCOVERAGE).
They report lower flows of interest expenses - as a share of gross operating
margins (0.73), with respect to firms with non bank directors on their boards
(0.78). ASSET LIQUIDITY shows that firms with bank directors (0.70), are
likely to be less liquid than their peers (0.79) 16. Firms with bank directors

16Kroszner and Strahan (2001) have a similar findings for the United States. They quote
Mulligan (1997) who pointed out how as large firms tend to exhibit scale economies in their
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have lower ratios of short-term to total bank debt (ST-DEBT). These findings
are broadly in line with those reported by Kroszner and Strahan (2001) for the
United States.

3.2 Does bank representation on corporate boards affect
the cost of credit?

The objective of this section is to measure the sensitivity of the cost of credit
to bank representation on corporate boards. Again, we perform our empirical
exercise having in mind the theoretical framework summarised in Table 1. First,
we show some descriptive statistics. Then, we run regressions and insulate the
causal effects which emerge from an OLS linear model. Finally, we perform
Wald tests to check the significance of differences in the coefficients.

In Table 9 we report descriptive statistics on averages interest rates, broken
down by type of bank’s presence on firm’s boards. Interest rates and our gov-
ernance variables are not orthogonal. As for credit lines, firms with bankers on
their boards pay on average 6.89 per cent, while firms without bankers on their
boards pay 8.09 per cent. Firms with lending bankers on their boards pay on
average 5.93 per cent on loans granted by lenders with board positions (moni-
toring hypothesis) and 6.65 per cent points on loans granted by lenders without
board positions (certification hypothesis). Firms with non-lending bankers on
boards are charged 7.21 per cent (expertise hypothesis).

In order to avoid spurious correlations, we turn to a multivariate analysis.
In the same way as the relationship banking literature, our analysis is based

on the interest rate asked for by creditors on credit lines. We run OLS regressions
of alternatives based on the following specification (see Table 2):

Interest rates = β(Contract characteristics) +γ(Governance -information
characteristics) +δ(Firm’s financial characteristics) +ζ(Traditional bank -firm
relationship characteristics) .

Each regression also includes 20 regional location dummies, 23 economic
sector dummies, which are based on the branch classification adopted by the
Bank of Italy, and the dummy PUBLIC, to separate private from state-owned
companies. We also control for characteristics of lenders by including individual
bank-level dummies or bank group-level dummies, in separate regressions. Table
6 shows summary statistics for the variables employed in the model.

Results. In Table 10 the results of the baseline specification are displayed
for the interest rate on credit lines (C/L). The goodness of fit as expressed by
R2 statistics ranges from 0.29 to 0.30. In modeling interest rates on credit lines,
Petersen and Rajan (1994) found R2 equal to 0.15 while in the case of Italy,
Angelini et al(1998) found R2 equal to 0.17.

Governance-information characteristics. In column (1) we measure the im-
pact on the interest rates charged to firms of having at least one bank directors
on boards (BANK). The coefficient is equal to -0.49 and it is significant at a 1
per cent probability-level. This means that, ceteris paribus, these firms pay 49
basis points less than firms without a bank director on their boards. As BANK
identifies all firms having at least one bank directors on their boards - regardless

demand to hold cash and liquid assets. Therefore, differences in liquidity ratios may be driven
by firms’ size .
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the attribute lending/non lending - we can not associate the effect to a specific
role played by the bank directors on boards.

In columns (2) we separated those firms having one non lending banker on
their boards (NOLEND-BANK) from those having one lending banker on their
boards (LEND-BANK). Coefficients for NOLEND-BANK and LEND-BANK
are now equal to -0.35 and -0.71 respectively. As firms whose dummy NOLEND-
BANK is equal to 1 have no business relationships with the bank, we impute
the effect to the expertise provided by bank directors, i.e. to their ability to find
out better conditions on the debt market. With respect to NOLEND-BANK,
the coefficient for LEND-BANK (-0.71) is higher including this term each of the
effects - monitoring, certification, expertise - which may be associated to the
roles played by lending bankers on boards.

In column (3) we concentrate on firms having lending bankers on their
boards. BY-LENDER measures the reduction in risk premiums that these firms
pay on loans granted by lenders on boards. The coefficient is equal to -0.72.
BY-OTHER measures the reduction in risk premium these firms pay on loans
granted by creditors without board positions. The coefficient is equal to -0.70,
very close to the previous one. The reduced risk premium for BY-LENDER may
reflect a reduction in information asymmetries between banks and firms due to
the presence of a lender on boards (monitoring hypothesis). The reduced risk
premium for BY-OTHER may reflect a certification effect provided by lending
bankers on boards on the lending relationships between a firm and creditors
which are outside the board.

In column (4), we verify whether the results are robust after controlling
whether loans are pledged by real collateral. The coefficient is negative but not
significant. All the previous results still hold.

Results for governance-information variables enable us to compare the im-
pact on the cost of credit for each of the activities (monitoring, certification,
provision of expertise) performed by bank directors. We established statisti-
cal significance for differences in coefficients associated with each of the roles,
by setting up 95 per cent confidence intervals. We then, we carried out Wald
tests on the significance of pairwise differentials (Tables 11-13). At the 95 per
cent probability level, the impact on the cost of credit of LEND-BANK is sta-
tistically higher than the impacts of NOLEND-BANK. Furthermore, we find
coefficients for BY-LENDER (monitoring hypothesis) statistically equivalent to
those for BY-OTHER (certification hypothesis), i.e. ceteris paribus, the terms
of contracts applied by creditors with board positions in firms are aligned with
those applied by creditors without board positions in the same firm.

We verify this result by running OLS regressions which include the bank-
group level dummies instead of the bank-level ones. We also calculate the confi-
dence intervals of the point estimates and perform Wald tests on the significance
of the differences between pairs of estimated parameters. In Tables 12-13, we
present the outcomes we obtained from these exercises. The results hold for
each of the two (bank and group-level) set of dummies.

Traditional relationship characteristics. In Table 10 are displayed estimated
coefficients for the control variables. Firms pay the TOP-LENDER bank 18
basis points less than they pay other lenders. Some effects arising from the
cross-selling activity of main lenders are at work. The estimated parameter for
LENGTH is 0.53. It means that a firm with an 11-year banking relationship is
expected to pay an interest rate which is 1.27 percentage points (i.e., -0.53x(ln
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11 - ln 1) higher than a firm with a 1-year relationship. Positive linkages be-
tween length of relationship and the relationship were found by Petersen and
Rajan (1994), D’Auria et al (1997), and Degryse and Van Cayseele (2000). The
coefficient for MULTIPLE is positive and equal to 0.07 percentage points. It
means that firms which increase the number of creditors by 1 unit can expect to
be charged 7 basis points more. The evidence on this issue is mixed. A positive
relationship between number of lenders and cost of credit is established by Ferri
et al (2000) and Petersen et al (1994) while it is negative as for the studies of
Angelini et al (1998) and D’Auria et al (1997).

Firm’s financial characteristics. In Table 10 we present control variables
referring to firm’s financial characteristics. Financial statements of firms are
employed by creditors to predict borrowers’ risk profiles. TANGIBILITY neg-
atively affects interest rates. The estimated coefficient is equal to -0.55. Guiso
(2007) finds out coefficients for the same variable ranging from -0.62 to -0.74.
The coefficient for EQUITY/DEBT is negative (-0.44). Creditors ask for higher
risk premiums for more leveraged customers. The coefficient estimated by Guiso
(2007) is equal to -0.26. Larger firm size, represented by the log of SALES,
lowers the cost of credit (-0.41). Guiso (2007) uses the log of the number of
employees as a proxy for size and estimates a coefficient which is equal to -0.50.
UNCOVERAGE positively affects interest rates: firms which have difficulty in
meeting interest expense from their own cash flows are asked to pay higher risk
premiums by creditors. D’Auria et al (1999) find similar results. More profitable
companies are awarded lower interest rates by creditors, as the PROFITABIL-
ITY coefficient is negative and significant. Firms with higher liquid assets as
a share of liquid liabilities (LIQUIDITY) signal a lower probability of financial
distress. They are requested to pay lower risk premiums.

In a nutshell, we have three results. First, the cost of credit is lower for firms
having bank directors on their boards. Second, as well as firms having a lender
on boards are concerned, interest rates charged by creditors not represented on
boards do not statistically differ from those charged by banks represented on
boards. As the magnitude of the certification and monitoring effects are very
similar we do not find evidence of a conflict of interest effect. On the contrary,
our result is consistent with the ’information view’ about the presence of banks’
directors on firms’ boards. The certification effect indicates that the lenders on
boards are credible in certifying to the uninformed banks the ability of borrowers
to repay the loans.

Third, firms with non lending bankers on board are charged a lower cost
of financing compared to firms without bankers on boards. The reduction in
risk premium is lower compared with that for firms having lending bankers on
boards. We impute the reduction in the interest rates to the role played by non
lending bankers on boards as financial expert (expertise hypothesis).

Our results seem to contrast with findings for Germany and Japan. In Italy,
a firm with a bank presence on its board pays a lower interest rate than their
peers. For Germany, Agarwal and Elston (2001) show that the cost of credit
is significantly higher for firms having close ties with banks. As for Japan,
Weinstein and Yafeh (1998) find the same results when they compare the cost
of credit for bank-influenced firms to that of other firms. These studies conclude
that the benefits of relationships between banks and firms are appropriated by
the banks. In our study we show that outcomes of the relationships are returned
to firms in the form of a lower cost of financing.
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3.3 Robustness checks

Tables 14-17 show the results of regressions of interest rates on loans secured by
accounts receivable (ACC/REC). The signs and significance of the coefficients
(Table 14), as well as the significance of differences in effects for governance-
information variables (Table 15-17), depict the same picture as regressions on
credit lines data.

Regressions for term-fixed loans (not reported) show mixed evidence. The
results are fully consistent with those exhibited by regression on credit lines
and loans secured by accounts receivable only when the variable TRANCHE is
neglected in the model. We need further research on this topic. At the mo-
ment we explain the results as for lines of credit (L/C) and secured by accounts
receivable-loans (ACC/REC) as follows. By definition, L/C and ACC/REC are
loans with a short-term maturity. The effects of bank presence on corporate
boards are expected to be at work on short-term loans, the average tenure of
firms’ directors being equal to 3.5 years (Brunello et al, 2000). On the con-
trary, fixed-term loans include long-term maturity outstanding loans, which
were granted a long while back. Effects arising from current bank presence on
corporate boards are not expected to be at work for facilities extended a long
time ago, as firms’ managements were clearly different from today’s.

4 Conclusions

A large literature studies the effects of the presence of bankers on firms’ boards.
First, lending bankers on boards may reduce monitoring costs, having access to
borrowers’ proprietary information (monitoring hypothesis); second, as informed
creditors, lending bankers on boards may certificate the financial soundness of
firms to other creditors which are not represented on their boards (certification
hypothesis). According to an alternative view, lending bankers on boards may
generate conflicts as they have incentives to pursue interests of both debtholders
- as board’s member of the banks - and firm’s shareholders - as board’s member
of the firms, under the assumption that the pay-offs of these two groups are not
aligned (conflict of interests hypothesis). Third, bank directors who have no
relationship with the firm other than as a director may act as financial experts
for the firms’ management (expertise hypothesis).

We try to distinguish among the above mentioned hypotheses by studying
the consequences of this banking presence on loan interest rates charged to firms.

As far as we know this is the first paper providing evidence on this subject.
In our study, the distinction between lenders on boards and lenders without

board positions was drawn by taking into account group affiliation of banks.
Our analysis shows that interest rates loans from the bank with a director

who is also a director of the borrowing firm are not significantly lower than
those charged by other banks. Therefore, we do not find evidence of a conflict
of interest effect.

In contrast, we find a significant certification effect supporting the informa-
tion view. A lender on a corporate board reduces costs of monitoring of the
bank represented on board and transmits good signals on the firm’s creditwor-
thiness to financiers which are outside the boardroom. Our evidence is in line
with Boot (1992) who noted that contracts may have lower monitoring costs as
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a result of information produced through ’cross-monitoring’ activities by other
claimants.
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Table 6:
Summary statistics - Credit lines

(Loans-level data employed in Credit Lines regressions)

Variable Mean Std. Dev. Min. Max. N

C/L 8.051 3.049 0 16.629 86,858
TRANCHE 286,165 6,396,933 1 1,319,996,288 86,858
MULTIPLE 6.887 3.518 1 33 86,858
COLLATERAL 0.027 0.162 0 1 86,858
LENGHT 6.926 3.625 1 11 80,108
TANGIBILITY 0.239 0.306 0 1.636 84,592
PROFITABILITY 4.463 13.995 -41.2 55.2 76,353
UNCOVERAGE 0.739 0.24 0 1 81,641
LIQUIDITY 1.109 0.36 0 2.749 85,014
SALES 41,760 360,916 0 17,266,480 78,304
EQUITY/DEBT 0.509 0.541 0 3.47 77,563

Table 7:
Summary statistics - ACC/REC

(Loans-level data employed in ACC/REC regressions)

Variable Mean Std. Dev. Min. Max. N

ACC/REC 3.969 1.596 0 16.502 120,850
TRANCHE 530,063 1,479,431 1 177,244,176 120,850
MULTIPLE 6.88 3.365 1 33 120,850
COLLATERAL 0.009 0.096 0 1 120,850
LENGHT 7.113 3.576 1 11 112,100
TANGIBILITY 0.249 0.311 0 1.638 119,812
PROFITABILITY 5.572 14.049 -41.2 55.16 109,595
UNCOVERAGE 0.749 0.23 0 1 116,292
LIQUIDITY 1.17 0.326 0 2.749 119,563
SALES 28,813 118,780 0 17,266,480 109,537
EQUITY/DEBT 0.551 0.571 0 3.467 110,240
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Table 8:
Summary statistics - F/TERM

(Loans-level data employed in F/TERM regressions)

Variable Mean Std. Dev. Min. Max. N

F/TERM 3.987 1.341 0 16.591 96,835
TRANCHE 1,744,991 14,203,103 1 2,163,180,032 96,835
MULTIPLE 6.746 3.75 1 33 96,835
COLLATERAL 0.182 0.386 0 1 91,124
LENGHT 7.211 3.533 1 11 88,834
TANGIBILITY 0.275 0.332 0 1.638 93,844
PROFITABILITY 5.46 13.666 -41.2 55.18 88,494
UNCOVERAGE 0.666 0.265 0 1 91,218
LIQUIDITY 1.17 0.397 0 2.75 93,929
SALES 52,196 427,533 0 17,266,480 84,222
EQUITY/DEBT 0.591 0.595 0 3.468 86,619

Table 9: Interest rates by type of bank’s presence on firm’s boards
(Cost of credit in percentage points)

Firms with a bank director on company boards

No Yes

Non lending banker Lending banker

Loans from Loans from
other lenders lenders on boards

(expertise) (certification) (monitoring vs conflict)

CREDIT LINES 8.09 6.89 7.21 6.65 5.93

ACC-REC 3.99 3.45 3.56 3.29 3.33

TERM LOANS 4.00 3,69 3.78 3.60 3.57
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Table 10: Determinants of the rate of interest on credit lines
Bank-firm level data are employed. The definition of variables can be found in Table 2. Each regression also include
a constant, 23 economic branch dummies, 20 local market dummies, 213 credit institutions dummies. LENGHT is
the natural log of one plus the length of the relationship. t statistics are reported in brackets. Robust Huber-White
standard errors are computed. Clusters are fixed at bank-level. * p < 0.05, ** p < 0.01, *** p < 0.001

Dependent var: C/L (1) (2) (3) (4)

Contract characteristics

TRANCHE -0.142∗∗∗ -0.142∗∗∗ -0.142∗∗∗ -0.141∗∗∗

(-3.83) (-3.83) (-3.83) (-3.83)

COLLATERAL -0.205
(-1.39)

Governance-information
characteristics

BANK -0.487∗∗∗

(-9.02)

NOLEND-BANK -0.351∗∗∗ -0.351∗∗∗ -0.350∗∗∗

(-5.22) (-5.22) (-5.22)

LEND-BANK -0.711∗∗∗

(-8.78)

BY-OTHER -0.708∗∗∗ -0.709∗∗∗

(-6.98) (-6.98)

BY-LENDER -0.724∗∗∗ -0.724∗∗∗

(-4.36) (-4.37)

Traditional relationship
characteristics

TOP-LENDER -0.188∗∗∗ -0.189∗∗∗ -0.189∗∗∗ -0.184∗∗∗

(-5.42) (-5.43) (-5.44) (-5.22)

MULTIPLE 0.0778∗∗∗ 0.0780∗∗∗ 0.0780∗∗∗ 0.0774∗∗∗

(12.67) (12.70) (12.72) (12.42)

LENGHT 0.536∗∗∗ 0.536∗∗∗ 0.536∗∗∗ 0.536∗∗∗

(9.29) (9.28) (9.28) (9.30)

Firm’s financial
characteristics

TANGIBILITY -0.557∗∗∗ -0.556∗∗∗ -0.556∗∗∗ -0.558∗∗∗

(-9.46) (-9.41) (-9.41) (-9.44)

PROFITABILITY -0.00720∗∗∗ -0.00719∗∗∗ -0.00719∗∗∗ -0.00712∗∗∗

(-6.48) (-6.48) (-6.48) (-6.30)

UNCOVERAGE 0.256∗∗∗ 0.256∗∗∗ 0.256∗∗∗ 0.254∗∗∗

(4.17) (4.16) (4.17) (4.20)

LIQUIDITY -0.509∗∗∗ -0.510∗∗∗ -0.510∗∗∗ -0.510∗∗∗

(-9.11) (-9.14) (-9.14) (-9.15)

SALES -0.492∗∗∗ -0.492∗∗∗ -0.492∗∗∗ -0.492∗∗∗

(-12.18) (-12.18) (-12.18) (-12.23)

EQUITY/DEBT -0.445∗∗∗ -0.444∗∗∗ -0.444∗∗∗ -0.446∗∗∗

(-16.53) (-16.57) (-16.57) (-16.61)

PUBLIC -0.844 -0.828 -0.829 -0.834
(-1.69) (-1.67) (-1.67) (-1.68)

Observations 57,136 57,136 57,136 57,136
R2 0.35 0.35 0.35 0.35
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Table 11: Confidence intervals - C/L Regressions (bank-level dummies)
(Point estimates and 95 percent confidence intervals in brackets)

(1) (2) (3) (4)

Governance-information
characteristics

BANK -0.487∗∗∗

[-0.593,-0.380]

NOLEND-BANK -0.351∗∗∗ -0.351∗∗∗ -0.350∗∗∗

[-0.483,-0.218] [-0.483,-0.218] [-0.483,-0.218]

LEND-BANK -0.711∗∗∗

[-0.871,-0.551]

BY-OTHER -0.708∗∗∗ -0.709∗∗∗

[-0.908,-0.508] [-0.909,-0.508]

BY-LENDER -0.724∗∗∗ -0.724∗∗∗

[-1.051,-0.396] [-1.052,-0.397]

Observations 57,136 57,136 57,136 57,136
R2 0.35 0.35 0.35 0.35

95% confidence intervals in brackets
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001

Table 12: Confidence intervals - C/L Regressions (bank-group level dummies)
(Point estimates and 95 percent confidence intervals in brackets)

(1) (2) (3) (4)

Governance-information
characteristics

BANK -0.483∗∗∗

[-0.578,-0.387]

NOLEND-BANK -0.338∗∗∗ -0.338∗∗∗ -0.338∗∗∗

[-0.458,-0.219] [-0.458,-0.219] [-0.457,-0.218]

LEND-BANK -0.721∗∗∗

[-0.881,-0.560]

BY-OTHER -0.700∗∗∗ -0.701∗∗∗

[-0.900,-0.500] [-0.902,-0.500]

BY-LENDER -0.808∗∗∗ -0.809∗∗∗

[-1.171,-0.445] [-1.173,-0.445]

Observations 57,136 57,136 57,136 57,136
R2 0.29 0.29 0.29 0.29

95% confidence intervals in brackets
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001

Table 13: Significance of differences in impacts - C/L Regressions
(Wald test for significance of differences on estimated coefficients)

Bank-level Bank group-level
dummies dummies

(2) (3) (4) (2) (3) (4)

βNOLEND−BANK 6= βLEND−BANK YES YES

βNOLEND−BANK 6= βBY−OT HER YES YES YES YES

βNOLEND−BANK 6= βBY−LENDER YES YES YES YES

βBY−OT HER 6= βBY−LENDER NO NO NO NO
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Table 14: Determinants of the rate of interest on loans secured by accounts
receivable
Bank-firm level data are employed. The definition of variables can be found in Table 2. Each regression also include
a constant, 23 economic branch dummies, 20 local market dummies, 213 credit institutions dummies. LENGHT is
the natural log of one plus the length of the relationship. t statistics are reported in brackets. Robust Huber-White
standard errors are computed. Clusters are fixed at bank-level. * p < 0.05, ** p < 0.01, *** p < 0.001

(1) (2) (3) (4)

Contract characteristics

TRANCHE -0.0560∗∗∗ -0.0560∗∗∗ -0.0560∗∗∗ -0.0566∗∗∗

(-6.25) (-6.25) (-6.25)

COLLATERAL 0.841∗∗∗

(15.87)

Governance-information
characteristics

BANK -0.213∗∗∗

(-6.67)

NOLEND-BANK -0.165∗∗∗ -0.165∗∗∗ -0.166∗∗∗

(-4.77) (-4.77) (-4.83)

LEND-BANK -0.290∗∗∗

(-6.20)

BY-OTHER -0.295∗∗∗ -0.293∗∗∗

(-5.68) (-5.69)

BY-LENDER -0.269∗∗∗ -0.270∗∗∗

(-3.49) (-3.55)

Traditional relationship
characteristics

TOP-LENDER 0.0173 0.0173 0.0172 0.0110
(0.87) (0.86) (0.86) (0.55)

MULTIPLE 0.0279∗∗∗ 0.0280∗∗∗ 0.0280∗∗∗ 0.0286∗∗∗

(7.99) (7.99) (7.99) (8.18)

LENGHT 0.129∗∗∗ 0.129∗∗∗ 0.129∗∗∗ 0.129∗∗∗

(5.72) (5.72) (5.72) (5.75)

Firm’s financial
characteristics

TANGIBILITY -0.367∗∗∗ -0.367∗∗∗ -0.367∗∗∗ -0.364∗∗∗

(-13.86) (-13.83) (-13.83) (-13.74)

PROFITABILITY -0.00677∗∗∗ -0.00676∗∗∗ -0.00676∗∗∗ -0.00681∗∗∗

(-14.20) (-14.20) (-14.21) (-14.46)

UNCOVERAGE -0.000729 -0.000412 -0.000411 0.000220
(-0.03) (-0.02) (-0.02) (0.01)

LIQUIDITY -0.419∗∗∗ -0.419∗∗∗ -0.419∗∗∗ -0.416∗∗∗

(-13.92) (-13.92) (-13.92) (-13.94)

SALES -0.414∗∗∗ -0.414∗∗∗ -0.414∗∗∗ -0.413∗∗∗

(-22.62) (-22.59) (-22.60) (-22.87)

EQUITY/DEBT -0.261∗∗∗ -0.261∗∗∗ -0.261∗∗∗ -0.257∗∗∗

(-25.52) (-25.54) (-25.52) (-25.10)

PUBLIC -0.0558 -0.0564 -0.0563 -0.0464
(-0.23) (-0.23) (-0.23) (-0.19)

Observations 8,4434 8,4434 8,4434 8,4434
R2 0.23 0.23 0.23 0.24
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Table 15: Confidence intervals - ACC/REC Regressions (bank-level dummies)
(Point estimates and 95 percent confidence intervals in brackets)

(1) (2) (3) (4)

Governance-information
characteristics

BANK -0.213∗∗∗

[-0.276,-0.150]

NOLEND-BANK -0.165∗∗∗ -0.165∗∗∗ -0.166∗∗∗

[-0.234,-0.0968] [-0.234,-0.0968] [-0.234,-0.0982]

LEND-BANK -0.290∗∗∗

[-0.383,-0.198]

BY-OTHER -0.295∗∗∗ -0.293∗∗∗

[-0.398,-0.193] [-0.394,-0.191]

BY-LENDER -0.269∗∗∗ -0.270∗∗∗

[-0.422,-0.117] [-0.420,-0.120]

Observations 84434 84434 84434 84434
R2 0.233 0.233 0.233 0.235

95% confidence intervals in brackets
∗ p < 0.05, ∗∗ p < 0.01, ∗∗∗ p < 0.001

Table 16: Confidence intervals-ACC/REC Regress.(bank group-level dummies)
(Point estimates and 95 percent confidence intervals in brackets)

(1) (2) (3) (4)

Governance-information
characteristics

BANK -0.220***
[-0.286,-0.153]

NOLEND-BANK -0.171*** -0.171*** -0.172***
[-0.251,-0.0906] [-0.251,-0.0906] [-0.251,-0.0922]

LEND-BANK -0.299***
[-0.393,-0.206]

BY-OTHER -0.298*** -0.296***
[-0.405,-0.191] [-0.402,-0.190]

BY-LENDER -0.305*** -0.306***
[-0.434,-0.176] [-0.433,-0.179]

Observations 84,434 84,434 84,434 84,434
R2 0.22 0.22 0.22 0.22

95% confidence intervals in brackets

* p < 0.05, ** p < 0.01, *** p < 0.001

Table 17: Significance of differences in impacts - ACC/REC Regressions
(Wald test for significance of differences on estimated coefficients)

Bank-level Bank group-level
dummies dummies

(2) (3) (4) (2) (3) (4)

βNOLEND−BANK 6= βLEND−BANK YES YES

βNOLEND−BANK 6= βBY−OT HER YES YES YES YES

βNOLEND−BANK 6= βBY−LENDER NO NO YES YES

βBY−OT HER 6= βBY−LENDER NO NO NO NO
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Figure 1: Effects of lending bank directors on boards on lender-borrower rela-
tionships.

Figure 2: Effects of non-lending bank directors on boards on lender-borrower
relationships.
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